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Office of the Deputy
for the Intelligence Community DCI/IC-74-2316

MEMORANDUM FCR: Chairman, National Security Council
[ntelligence Committee

SUBJECT : "Economic [ntelligence - An Action Pregrais -

1. The Director of Central Intelligence has requestas [ fi rwa-
to you and other NSCIC members a copy of his paper, "Econen ic
Intelligence - An Action Program' which was recently distribuied i
the United States Intelligence Board and the Intelligence Kesources
Advisory Committeec.

2. The Action Program, which constitutes tasks to be carries
out by the intelligence community in FY 75, has been revicwed ay
| Mr. Leo Cherne of the President's Foreign Intelligence Acvisory
| Board. He advises that it is ""excellent and, to the extent there wit
in fact be active participation in the inter-agency committezs a :d
boards, will clearly assure a significant contribution to the ma ding
of economic policy.'' Additionally, he notes his agreement wit:. the
Director that "economic intelligence producers (and collectors: wii
be prepared to shift their efforts and resources in line with cha ngieg
needs. "

3. Copies of this same paper were distributed toc the NSC O
Working CGroup members at the 20 November meeting. Cooies will
be made available tc memhers of the NSCIC Economic Intelligeiice
Subcommittee once it is organized,

/s Samuel V. wit s

[ S N T

: Samuel V. Wilson
Lot e Lt. General, Uss
| S SR NS Chairman, NSCIC Woskiny © »orun

oo

Attathment: as gtated

N 1‘\\ L
i s

cc: All NSCIC Members ol TT
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SCONOMIC INTELLIGENCE —-- AN ACTION PROURAL

among the Objectives for thza Intelligence Comnunit:
that the DCI presented in September 1873 in a nemorandun tc
the President was one reguiring action to enhance tha
utility of intelligence in support of "economic poiicies of
the U.S8. Govermnment." A program meeting this commitment is
ovtlined below. While this prcogram focuses primarily on
formal institutional arrangements, it is recognized thai: t¢
a great extent the effectivensss of economic intelligence in

supporting policymakers is governed by the day-to-day,

informal contacts between intelligence officers and those
officials responsible for policymaking and negotiations.

A. With respact to management, the following
steps are being taken to increase the responsivenecs
of the intelligence community:

—~ The policy-level Reguirements Advisory
Board (RAB) will be reactivated this f£all under
the chairmanship of a senior economic policy
official. This body will play a central role in
identifying high~level user needs. In eiieck,
it will function as a subcommittee of NSCIC, which
now includes a Treasury representative.

~~ The NIO for Economics and Energy, in
" consultation with policy officials, has drafted
eight economic Key Intelligence Questions (KI(s)
for FY 1975. They, and others containing ecoromi:z
aspescts, will soon be vetted by NSCIC and USIE.

wt

—~ The EIC Chairman and his committee will
work in concert with the three USIB collactior
committeas -— the Human Sources Committee, the
SIGINT Committee, and COMIREX —- to improva
collection guidance and to facilitate the
coordination of the economic intelligence col-
lection effort. In so doing, tha Econonic
Intelligence Committee will be responsive ©o the
priority needs of the policymaking departmants
and agencies. ‘
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guidance to the Foreign Service and other non-
intelligence officers abroad via the Combined
Fconomic Reporting Prograi (CERP), which is
administered by the Dspartment of State.

—— The Human Sources Committee will enccirags
EIC members to supplement theix formal reporting
guidance by responding positively to the State
Department's recent invitation to provide missions
abroad with informal, working-level fecedback on
economic reporting. .

—-— The Intelligence Resources Advisory
Committee (IRAC) will be tasked to recommand
suitable resource levels for economic intelligence.
Tnvitations to participate in the work of IRAC
will be extended to representatives of noil-membex
‘agencies and departments with economic interasts.
Based on the work done in FY 1975, it should be
possible for IRAC tO examine NIP resources allocated
to® political-economic intelligence collection in
FYy 1976. ‘

. —- Efforts will be made by the NIO for
Economics and Energy and the SIGINT Committee to
identify the impact of usexr neads for increasing
economic intelligence support on the coning five-
yvear consolidated cryptologic program.

B. With respect to the national collection apparatus.

economic intelligence responsibilities wiil be allocated,
taking into consideration not only the traditionz1
intelligence collectors but also the capabilities of
other organizations, namely the Treasury, Commerce, and
Agriculture departments. The goal is to achieve greater
responsiveness to the neaeds of policymakers while at the
same time minimizing both xisks and costs. Speciiic sters
include: :

—— The Human Sources Committes will assess
the limitations and potential of overt and
clandestine activities directed against econonic
targets in selected, non—-Communist countrie:n.
The EIC and the NIO for Tconomics and Energy
will assist the committee in the preparaticn
of this assessment. '

—— The NIO for Fconomics and Ensrxgy, wivay ths
assistance of the EIC and econonic intellic :-ce

-
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consumers, will review responses from the
field to collection guidance, taking into zccourt
information available from open sources. In
particular, he will review the posts to which
Treasury officers are assigned to determine
whether the establishment of new positions should ;
be recommanded. He will also evalue the xeosorting '
of the financial attaches in terms of responsiveness ‘
to national intelligence priorities. i

- -

—— The EIC Chairman and thz Chairman, SIGINT
Committee, will institute a procedure for proviéing

coordinated community guidance to NSA for SIGINT |
economic collection. 1

—— The NIO for Economics and Energy will work g
closely with representativaes of policymaking depart-- f
ments and agencies and of WSA in an exploration of
the possibility for increasing the SIGINT contribut: on
to the economic intelligence effort.

* ~— The OER Director will complete his initial
evaluation of the application of overhead photo-
graphy for estimating crop condiiions.

C. With respect to the economic intelligenc
product,” efforts are being concentrated on the KIOs.
Thus, intelligence producers are supporting a Substan:ive
Objective of the Intelligence Community for FY 73 to
"Provide reliable, timely and comprehensive information
and assessments relevant to US international economie
policy decisions and negotiations." The intelligance
producers will also work toward improved early warningy i
of international developmants of priority interes: to f
economic policy officials. ’

e

W

<

Past experience clearly indicates that «
substantial number of damands placed by policymakars on
economic intelligence producers cannot be forasean far-
in advance because of the rapidity with which new
economid events occur. Therefore, economic intelligence
producers (and collectors) will be prepared to shift
their efforts and resources in line with changing nesads,

Efforts will be intensified to improve the
guality, scope, utility, and timeliness of the economi.c |
intelligence product and its relevance to policy needs !
through the establishmant of better communications wi:h ;
consumers and the freer interchange of research plans
among the Washington economic community. Specific stops :
include:

3

Approved For Release 2004/0?{1% ! FI'-A-RDPSOMM082A000600130004-2



FagnN

—— TN

P Ty p—

. e Wovo ot ; . ' -

" SyatiT
FANER L
il it

Approved Fc;r Release 2004/06/14 : CIA-RDP80M01082A000600130004-2

10 October 1974

—-— The NIO for Economics and Energy will
expand his contacts, formal and informal, with
consumers oi economic intelligence to gain bztter
guidance on subjects of concern to policymaliers
and to provida more effzciive feedback to producars
and collectors.

-~ Under the aegis of the RaB, the EIC will
hold annual maetings to discuss the directlon and
focus of economic research programs and to doter-
mine how these programs relate to the KIOs and to
the expressed needs of policy officials. The
Department of State representative will report the
committee's findings to the NSC/USC Subcommittee
on Foreign Affairs Research (FAR).

—~ The NIO for Economics and Energy and cthe
Intelligence Community Staff's Coordinator ior
External Research, working with the EIC and FAR,
will provide advice to contract managers of external

research so that there will be a minimum of annecessizy
duplication. At the same time, they will review ongcng

external economic research contracts so that, if
needed, a recommended program of work-using external
sources can be implemented in FY 1976.

.. == The NIO for Economics and Energy will consult
with the CIEP staff, with others in the Washington
economic community, and with outside consultants,

as necessary, to assure that intelligence studies anc
estimates have the greatest relevance and appropriate

rigor, including the employment of relevant analytic
methodologies. :
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INFORMAL NOTE FOR THE DIRECTOR

=“-~._‘

DCI/IC 72f~47 2
Bill: ‘ N 7

The Cherne letter and some of your instructions thereon set in
motion a number of matters which will require man-hours and a steady
state of-emphasis. The Economic Action Plan which has been given wice
circulation defines other specifics that must be implemented and whick
will require the assignment of some man-hours. . It also sets forth scr =
very clear actions for the Human Sources Committee, Economic (nteil:gence
Committee, and the NIO for Economics, particularly in the evaluation >i
collection. It »mes commits you to looking at the Economic Intelligence
product and its relevance.

One specific action involves tasking the Intelligence Resources
Advisory Committee (IRAC) to recommend suitable resource levels for
economic intelligence. Thus far, no action at all has been taken on tris
commitment.

There are several matters which need some immediate attention aun:i
institutional arrangements. ¥irst, I find even with the R&D Couricil a
lack of an integrated external research effort in political and econom.c
matters. Given further tightening of budgets, there is considerable
scrambling to get at ARPA funds. Substantive research such as
ruble/dollar ratio studies or the building of data bases for the ap»olicat on
of some high pay-off methodological approaches are in very shor= suprly.
Second, even within CIA, your own budgetary overviews to date bave mt
provided for integrated planning of our analytic focus. We need to do ituis
both in CIA and across the Community but at the moment there is no
institutional arrangement for designing a national analytic plan against which we
can get some sense of size and scope of resources needed. Third, we ave
funds applying to new raethodologies but as these methodologies are proven, 25X1
we have neither provided the people nor the funds to the estimative bocies
to build the necessary data banks to pursue the new approach. | |
is a case in point. Fourth, we have made some reasonable but slow p - rgress
on the requirements end of economic collection. We have also done “z.rly
well in touching base with all non-intelligence U.S. Government agenc es in

_ 25X1
NAsus L-WUUEUU'NW ‘
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the economic field. We have been successful in shifting sints from & .2
Vietnam dividend to such things as oilg publications, and the like. @&
have taken out of the hide of CIA/DDI a new office of Political Reseurch
and in general I believe you can claim a better balance and improved
productivity from about the same level of resources. At the same tii-»,
we have increased money-wise by hundreds of millions of dollars the
funds flowing to technical collection systems. A few of those millian : -
one or two - would give you the needed headroom for external rosear. =,
~would provide the salaries for the 5 to 25 contract people to provide s 1~
depth basic research in selected areas, and would permit the develcp nent
- of data banks.

I submit this observation only because I feel very restless about 1w we
are treating with the problem in a real sense. At the moment, every.aa
is happy if they do not lose any slots bit I wonder particularly in the
economic field whether it isn't time to add a few slots and a few dolla. ;.
The same thing could be ftrue with respect to DIA's military estimatin
but I'm not quite as sure of mysalf here. I don't believe we can give
lip-service to the increasing importance of economic intelligence witw ut
making some modest increases in the amount of manpower we're previrad
to make available. '

25X1

AD/DCI/IC

‘ Attachments

-
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UNITED STATES INTELLIGENCE BOARD

INTELILIGENCE RESOURCES ADVISORY COMMITTEE

MEMORANDUM FOR THE UNITED STATES INTELLIGENCE BOARD
THE INTELLIGENCE RESOURCES ADVISCRY
- COMMITTEE i

SUBJECT : Economic Intelligence -- An Action Program

The Director of Central Intelligence has requested that his

attached report on this subject be circulated for information and

action as appropriate.
25X{

~" Executive Secretary

Attachment

ce: D/DCIL/IC

o D/DCI/NIO
Chairman, EIC
Chairman, HSC
Chairman, COMIREX
Chairman, SIGINT

SECRET
Approved For Release 2004/06/14 : CIA-RDP80M01082ZA000600130004-2
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USIB-SC-9, /263

8 November 197

SIGINT COMMITTEZE
of the

‘. 'UNITED STATES INTELLIGENCE BOARD

MEMORANDUM FOR THE SIGINT COMMITTEE

Subject: : Economic Intelligence -- An Action Prograrm

Reference: - USIB /IRAG-D-44.1/2, 7 November 197+

The attached memorandum is circulated to SIGINT Committee
members for information at this time and possible consideration at 2

SIGINT Committee meeting.

4 “Executive Sec7t7_r a
vy ~

Attachment
" als

cc: Chairman, IGS
Chairman, SORS

SECRET
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ECONOMIC INTELLIGENCE -- AN ACTION PROGRAM

Among the Objectives for the Intelligence Communits:
that the DCI presented in September 1973 in a memorandun to
the President was one requiring action to enhance the ,
utility of intelligence in support of "economic policies of
the U.S. Govermnment." A program meeting this commitment. is
outlined below. While this program focuses primarily on
formal institutional arrangements, it is recognized that to
a great extent the effectiveness of economic intelligence in
supporting policymakers is governed by the day-to-day,
informal contacts between intelligence officers and those
officials responsible for policymaking and negotiations.

‘A. With respect to manégement, +he following
steps are being taken to increase the responsiveness
of the intelligence community:

.—— The policy-level Requirements Advisory
Board (RAB) will be reactivated this fall under
the chairmanship of a senior.economic policy
official. This body will play a central role in

" identifying high-level usexr needs. In eifect.
i+ will function as a subcommittee of NSCIC, which
now includes a Treasury represe?tative.

-— The NIO for Economics and Enerqgy, in
consultation with policy officials, has drafted
eight economic Key Intelligence Questions (KIs)
for FY 1975. They, and others containing ecanomic

.~ aspects, will soon be vetted by NSCIC and USI3.

—— The EIC Chairman and his committea will
work in concert with the three USIB collection
committees —— the Human Sources Committee, the
SIGINT Committee, and COMIREX -- to improve
collection guidance and to facilitate the
coordination of the economic intelligenca col-
lection effort. In so doing, the Economicz
Intelligence Committee will be responsive to the
priority needs of the policymaking departments
and agencies.

Pl b
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—— The EIC will continue to provide reporting
guidance to the Foreign Service and other non-
intelligence officers abroad via the Combined
Economic Reporting Program (CERP), which is
administered by the Department of State.

—-— The Human Sources Committee will encourage
ETC membars to supplement their formal reporting
guidance by responding positively to the State
Department's recent invitation to provide missions
abroad with informal, working-level feedback on
economic reporting. :

~-— The Intelligence Resources Advisory
Committee (IRAC) will be tasked to recommand
suitable resource levels for economic intelligence.
Invitations to participate in the work of IRAC
will be extended to representatives of non-mamber
agencies and departments with economic interasts.
Based on the work done in FY 1975, it should be

possible for IRAC to examine NIP resources alloca:zed
to' political-economic intelligence collection in

FY 1976.

-— Efforts will be made by the NIO for
Economics arnd Energy and the SIGINT Committee to
jdentify the impact of user needs for increasing
economic intelligence support on +he coming five-
year consolidated cryptologic program.

B. With respect to the national collection apparatus,
economic intelligence responsibilities will be allccated,
taking into consideration not only the traditional
intelligence collectors but also the capabilities of
other organizations, namely the Treasury, Commerce, and
Agriculture departments. The goal is to achieve greater
responsiveness to the needs of policymakers while 2t the
csame time minimizing both risks and costs. Specific steps
include: .

—— The Human Sources Committee will assess
the limitations and potential of overt and
clandestine activities directed against econcmic
targets in selected, non—-Communist countries.
The EIC and the NIO for Economics and Energy
will assist the committee in the preparation
of this assessment. ’

—— The NIO for Economics and Energy, with the
assistance of the EIC and economic intelligence

-2
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consumers, will review responses from the

field to collection gquidance, taking into accoun=
information available from open sources. In
particular, he will review the posts to which
Treasury officers are assigned to determine

whether the establishment of new positions should
be recommended. He will also evalue the reporting
of the financial attaches in terms of responsiveness
to national intelligence priorities.

~— The EIC Chairman and the Chairman, SIGINT
Committee, will institute a procedure for provid.ing
coordinated community guidance to NSA for SIGINT
economic collection.

—— The NIO for Economics and Energy will work
~ closely with representatives of policymaking depart-
ments and agencies and of NSA in an exploration of
the possibility for increasing the SIGINT contributiou
to the economic intelligence effort.

-~ The OER Director will complete his initial
evaluation of the application of overhead photo-
graphy for estimating crop conditions.

C. With respect to the economic intelligence

roduct; efforts are being concentrated on the Kips,
Thus, intelligence producers are supporting a Sudstantive
Objective of the Intelligence Community for FY 75 to
"provide reliable, timely and comprehensive information
and assessments relevant to US internatiocnal economic
policy decisions and negotiations." The intelligence
producers will also work toward improved early warning
of international developments of priority interest to
economic policy officials.

Past experience clearly indicates that a
substantial number of demands placed by policymakers on
econonic intelligence producers cannot be forese=n fa:x
in advance because of the rapidity with which new
economic events occur. Therefore, economic intelligence
producers (and collectors) will be prepared to salft
their efforts and resources in line with changing needs.

Efforts will be intensified to improve the
quality, scope, utility, and timeliness of the economic
intelligence product and its relevance to policy needs
through the establishment of better communications with
consumars and the freer interchange of research plans
among the Washington economic community. Specific steps

include:

—3-
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—= The NIQO for Economics and Energy will
expand his contacts, formal and informal, with
consumers oi economic intelligence to gain better
guidance on subjects of concern to policymakers
and to provide more effective feedback to producers
and collectors.

—— Under the aegis of the RAB, the EIC will
hold annual meetings to discuss the direction .and
focus of economic research programs and to detar-
mine how these programs relate to the KIQs and to
the expressed needs of policy officials. The
Department of State representative will report the
committee’'s findings to the NSC/USC Subcommittee
on Foreign Affairs Research (FAR).

~~ The NIO for Economics and Energy and the
Intelligence Community Staff's Coordinator for
External Research, working with the EIC and FAR,
will provide advice to contract managers of externa’.
research so that there will be a minimum of Inneces:ary
duplication. At the same time, they will review onooing
external economic research contracts so that, :.f
needed, a recommended program of work-using exierna
sources can be implemented in FY 1976.

-~ The NIO for Economics and Energy will consult
with the CIEP staff, with others in the Washincton
economic community, and with outside consultants,
as necessary, to assure that intelligence studies -+
estimates have the greatest relevance and appropriarc
rigor, including the employment of relevant anzlytic
methodologies.

10 Octpber 1974
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MEMORANDUM FOR: Deputy Director for Intelligence
: ' Deputy to the DCI for the Intelligence

" Community
Deputy to the DCI for National Intelligence
Officers
INFORMATION : Deputy Director for Science and Technolcgy
' Deputy Director for Operations
Comptrollexr :
SUBJECT - TLeo Cherne's Report to PFIAB

1. This is a most fascinating and important report by
Mr. Leo Cherne to the PFIAB. The praise of the Intelligence
Community's progress 1 specifically disclaim but, ratter.
place it with the people who really were responsible for it,
in the DDI, NIO, IC and elsewhere. What is exciting about th:
report, however, is the challenge it presents to us for the
future. I must confess full sympathy with the scale of
importance he ascribes to economic intelligence as we look
ahead, and I believe that we have to make sure that 1t is
very much on the front burner. The current assets available
for it have been carrying an enormous load; we must make surc
that they are not overloaded to the detriment of the quatity
or even guantity of their response to the needs of our policy-
makers. ’

2. May we do the following?

(a) Follow up on the attached letter suggesting a
discussion in some detail with Mr. Cherne (and possibly
Mr. Shultz as well). I would see this involving the
members of the RAB, State's and Treasury's USIB principeis,

- our own NIO, DDI, Director, OER (also Chairman of the
 Economic Intelligence Committee) and any others thought
appropriate. I would like to identify a specific agend-
for such a discussion acceptable to Mr. Cherne, as 1
think it might make the meeting most useful. Acticn:
Could NIO/EC develop the specifics of this in cooperatiom
with the other addressees above?

_ STAT
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{b) Develop an NIE-type paper on the likely resuli:
of large-scale Arab financial holdings, taklng some of
the points outlined by Mr. Cherne and other information
available to our Intelligence Community. I know thare
are a lot of projections of this nature around, but I
think the kind of clear, simple presentation of the
major factors and alternative assessments that the JDI

produced on food and population would be of great wvalue

to decision-makers. One of ourx major challenges is to
clarify to some of us polltlcal science generalists the
details of the economic art, since they will play so
major a role in important policy decisions in the f£ature.
Action: Could DDI take an initial cut at this?

(c) Could we develop some specifics on the proolem
and our current ideas with respect to how we can assist
U. S. business in competition with foreign business
(page 4)? Action: DDI.

(d) Can we work on some assessments of the valae
of the various economic reporting sources, to include
not only FSO economic counsellors but also Treasury,
open sources, technical and even clandestine? Therz is
nothing like a good post-mortem to generate attention
to the future. Perhaps the IC Economic Intelligenc=
Committee could develop this.

(e) There are a number of specifics left in Mr.
Cherne's memo to which we certainly must respond in
the course of our current production. Note especially
the comments on pages 5-8. Note also the specific
suggestion for an assessment of the likely impact oa

- sugar prices of any change in the Cuban situation.

Another item would of course be what the Arabs might
do with respect to an inflation supplement to curreat
olil prices.

(£) Another longer NIE-type paper might be devaloped
on the prospects of economic unity or economic natiosnal:sm
as oil and other inflation pressures come to bear on
vulnerable countries, especially Europe.

-2
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(g) The remarks on page 4 indicate that Mr. Clkerne
essentially accepts our "Economic Action Plan" inciuded
in my letter to him of 18 October. I hope we have
circulated this tqQ USIB, NSCJIC, RAB as we stated in
that letter. If not, I think we should go ahead ard -

do it.

3. Let us discuss among ourselves at an early Morring
Meeting your comments or further suggestions.

P\
LA

W. E. Colby
Director

i AN
— ]

L -3-
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WASHINGTON, D.C. 20505

4 November 1971

Mr. Leo Cherne

President's Foreign Intelligence Advisory Board
The White House

Washington, D, C.

Dear Mr. Cherne:

"-Thank you so very much for your letter of 25 October with its r.ost

fascinating and challenging attachment. Your words about the Intelligence

Community were certainly appreciated, bait I hasten to indicate “hat ti .
real praise does not go to me but to the people in it who did the .actuat
work. I agree entirely, however, with your comment that we are runcing
very hard simply to keep up; in fact, I think we are falling hehind despite
our running. I do think that the stimulus which you personally provid.. 1,
as well as what was pushed by the Board earlier, has been of enormai: s
value to us and has helped us to get up to the speed we are at.

You will be interested in the attached memorandum that I «ent &
my associates on this matter indicating that we really have a lot to de 1o
move ahead. In that regazrd, you will also note that I asked them for -
specific set of agenda items around which we might organize a discus«ion
with you and the principal figures in the Intelligence Community, I vt
ensure that they receive a copy of your remarks beforehand and theraty,
hope to focus our discussion on the most useful steps.

We are making some progress on reconstituting the Resources
Advisory Board, and I think this will be a particularly fruitful tool in trig
area, Nonetheless, the real proof of the pudding is going to be in wha: we
produce, and I especially welcome your suggestions of specific substa: -
tive questions needing attention. My real problem will be to determin:.
whether we have adequate analyst talent for the challenge ahead and, if
not, where I am going to find the personnel resources needed, Part - .
be overcome by better interaction of the talent now in the various ager:ies
and departments, and I think that shall be my first objective.

STAT
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As you know, I also will be distributing our Economic Acticn Plax,
which I gather you thought made a certain amount of sense. I ha-e
deliberately required that I include comments on our performanc: thercon
in our next annual report, in order to ensure follow-up.

Again, please let me thank you for your jnterest, your lmpressiv=
contribution of knowledge, experience and imagination, and your positive
remarks about the Comrmnunity.

Sincerely,

Attachment -

1_-.J!
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October 25, 1974

The Honorable William E. Colby
Director,

Central Intelligence Agency
Washington, D.C. 20505

Dear Mr. Colby:

At the last meeting of the President's Foreign Intelligence
Advisory Board, I reported on developments affecting economic
intelligence which have occurred since the Board's 1973 report to
the President on this subject. I am especially pleased to send an
edited transcript of the oral report to you.

I hope I paid adequate tribute to the contribution which has
been made by the community, under your direction. The results 3
have been very substantial. At the same time, I think we are all g’/ 4ot
running very hard simply to keep up with critical developments. -

I Will be delighted to discuss with you or any of your colleagues
any questions which are stimulated by the report I am enclosing.

Encl.
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THE WHITE HOUSE

WASHINGTON

PRESIDENT'S FOREIGN INTELLIGENCE ADVISORY BOARD

November 7, 1974

Dear Bill:

The attached letter from Leo Cherne is in
response to your letter to him of 18 October.
That letter forwarded a copy of the Economic
Intelligence Action Program, on which you
invited Leo's comments. As vou will see,
he was very favorably impressed,

Regards,
Y =

e ol

Wheaton B. Byers

The Hon. William E. Colby
Director of Central Intelligence
Headquarters Building - 7D60

- Washington, D. C. 20505

Enclosure: ltr fm l.eo Cherne to
' Mr. Colby, dtd 11/5/74
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November 5, 1974

The Hon. W. E. Colby
Director

Central Intelligence Agency
Washington, D.C. 20505

Dear Mr. Colby:

I regret the delay in answeéring your important letter. A
brief bout with pneumonia has somewhat scrambled my schedule.
I hope that I have not delayed your circulating copies of the
Action Program to USIB members and others in the government who
are concerned with economic intelligence. I share your couvic-
tion that it is important that that be done and, in some respeacts,
more important now than might have been the case some months ago
simply because there have been more than the usual number of
changes among those who are concerned with policy formation.

The Action Program is, in my opinion, excellent and, to the
extent there will in fact be active participation in the inter—
agency committees and boards, will clearly assure a significant
contribution to the making of economic policy.

As you know from the interim report which I presented to
PFIAB, I have conveyed a high opinion of the Community's respon-
siveness to the new needs for economic intelligence. We have
entered a period in which these needs will increase further,
and the Action Program provides s substantial probability that
those needs will largely be met. Your own personal concera with
those needs has contributed significantly in the past and will,
if anything, be even more vital in the future.

I am in especial agreement with the following observation in
the document you sent me: ''Past experience clearly indicates that
a substantial number of demands placed by policy~-makers on econ-
omic intelligence producers cannot be foreseen far in advance
because of the rapidity with which new economic events ocecur."

I do not believe you can responsibly go further than you did in
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the next sentence: "'Therefore, economic intelligence producers
(and collectors) will be prepared to shift their efforts and
resources in line with changing needs."

I am sure I add notaing to your knowledge of the difficulties
in observing that not only are the needs often impossible to anti-
cipate, but substantial difference about them exists within the
Executive Branch. For example, it is my impression that the
Secretary of State is much more pessimistic about the ability to
face the accumulation of liquid reserves in OPEC without substan—
tial international disorder than is the Secretary of the Treasury.

Regrettably, on questions like these, subjective judgment
cannot be avoided. But responsive intelligence can substantially
narrow the range of differences in judgment as well as their depth,
and the Community's Action Program efforts substantially promise
that that contribution will be provided.

- With my deep regard,
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